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COMMISSIONERS 

BOB STUMP, Chairman 
GARY PIERCE 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 

IN THE MATTER OF THE APPLICATION OF 
ARIZONA PUBLIC SERVICE COMPANY FOR A 
HEARING TO DETERMINE THE FAIR VALUE OE 
THE UTILITY PROPERTY OF THE COMPANY 
FOR RATEMAKING PURPOSES, TO FIX A JUST 
AND REASONABLE RATE OF RETURN 
THEREON, TO APPROVE RATE SCHEDULES 
DESIGNED TO DEVELOP SUCH RETURN. 

Docket No. E-01345A-11-0224 

ARIZONA INVESTMENT 
COUNCIL’S EXCEPTIONS TO 
RECOMMENDED OPINION 
AND ORDER 

The Arizona Investment Council (“AIC”) submits these exceptions to the Administrative 

Law Judge’s Recommended Opinion and Order dated December 5,2014 (the “ROO’). AIC 

requests that the Commission modify the ROO to approve Arizona Public Service Company’s 

(“APS” or the “Company”) request for a Four Corners Rate Rider of $65.44 million. That result 

produces a very modest 2.33% rate increase to acquire assets which will continue to benefit all of 

the Company’s customers well into the hture. 

Initially, AIC notes it does agree with the ROO in three key respects: 

(1) 

that the Commission is constitutionally prohibited from approving the Four 

Corners Rate Rider (“FCRR”);’ 

(2) 

ownership interest in Four Corners Units 4 and 5 was not prudent. As the ROO 

Its rejection of the School Associations’ belated and unfounded challenge 

Its rejection of the Sierra Club’s assertion that APS’ acquisition of SCE’s 

‘ROO, p. 9 , l .  21 - p .  10,l. 8. 
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accurately states, the acquisition “will help assure the continued provision of 

reliable and reasonably priced electricity for customers”;2 and 

(3) Its rejection of RUCO’s suggestion that the marginal cost of debt should 

be used to calculate the revenue requirement for the FCRR. 

AIC’s disagreement with the ROO concerns its adoption of Staffs position at ROO 

pages 30-34 that the fair value rate of return “established in Decision No. 73 183 continues to be 

appropriate and will result in just and reasonable rates. Accordingly, we will allow recovery of 

$57.05 million via the FCRR.” 

As AIC President and former Utilities Division Director Gary Yaquinto explained in his 

surrebuttal testimony: 

This is incorrect, because the fair value rate of return used by Staff reflects 
a blended rate, which combines the weighted cost of capital of 8.33 percent on 
OCRB with the much lower rate of 1 percent on the “incremental fair value rate 
base,” which takes into consideration the replacement value for the assets to 
arrive at FVROR. 

*** 

Decision No. 73 183 [the last APS rate case decision] was kept open for the 
express purpose of including the costs related to APS’ acquisition of SCE’s share 
of Four Corners Units 4 and 5. Accordingly, these assets should be included in 
rate base as if they were part of that original rate case. This means the same 
weighted cost of capital for Units 4 and 5 should be used as was applied in the 
rate case for the Company’s total original cost rate base.3 

As Mr. Yaquinto states, the Commission left this case open to consider the rate base and 

expense effects of acquiring the Four Corners assets. One of the primary reasons for doing that 

was to sustain APS’ financial health, as well as its ability to continue to attract necessary capital, 

over an extended four-year rate case stay-out. Obviously, the relief granted in this proceeding 

’ ROO, p. 19, 11. 23-24. 
Yaquinto Surrebuttal Testimony, p. 5,11. 6-9 and p. 6,l l .  9-14. 3 
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needs to be sufficient for that goal of both the Commission and the Settling Parties-RUCO and 

Staff among them-to be realized. 

In order to meet the twin goals of rates moderation and sufficiency, AIC asks that the 

Commission enter its Order modifying the ROO and approving APS' request for an FCRR of 

$65.44 million. 

RESPECTFULLY SUBMITTED this 1 2h day of December, 20 14. 

GALLAGHER & KENNEDY, P.A. 

Michael M. Grant 
Jennifer A. Cranston 
2575 East Camelback Road 
Phoenix, Arizona 8501 6-9225 
Attorneys for Arizona Investment Council 

Original and 13 copies filed this 
1 2fh day of December, 20 14, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Co ies of the foregoing delivered this 
12 day of December, 20 14, to: B 

Commissioner Bob Stump, Chairman 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Commissioner Gary Pierce 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Commissioner Brenda Burns 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Commissioner Bob Burns 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Commissioner Susan Bitter Smith 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copies of the foregoing maileaemailed 
this 12" day of December, 20 14, to: 

Meghan H. Grabel 
Thomas L. Mumaw 
Pinnacle West Capital Corporation 
P.O. Box 53999, MS 8695 
Phoenix, Arizona 85072-3999 

C. Webb Crockett 
Patrick J. Black 
Fennemore Craig, P.C. 
2394 East Camelback Road, Suite 600 
Phoenix, Arizona 85016-9077 
Attorneys for Freeport-McMoRan 

Copper & Gold, Inc. and Arizonans 
for Electric Choice and Competition 

Daniel Pozefsky 
Residential Utility Consumer Office 
11 10 West Washington Street, Suite 220 
Phoenix, Arizona 85007 

Michael A. Curtis 
William P. Sullivan 
Melissa A. Parham 
Curtis, Goodwin, Sullivan, 

Udal1 & Schwab, P.L.C. 
501 East Thomas Road 
Phoenix, Arizona 85012-3 05 
Attorneys for the Town of Wickenburg 

and Town of Gilbert 

Barbara Wyllie-Pecora 
144 10 West Gunsight Drive 
Sun City West, Arizona 85375 

Teena Jibilian 
Administrative Law Judge 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Timothy M. Hogan 
Arizona Center for Law 

in the Public Interest 
202 East McDowell Road, Suite 153 
Phoenix, Arizona 85004 
Attorneys for Western Resource Advocates, 

Southwest Energy Efficiency Project 
and ASBNAASBO; Local Counsel for 
Sierra Club Environmental Law Program 

David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, Arizona 85252-1 064 

Jeff Schlegel, Arizona Representative 
Southwest Energy Efficiency Project 
1167 West Samalayuca Drive 
Tucson, Arizona 85704-3224 

Kurt J. Boehm 
Jody M. Kyler 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202-4454 
Attorneys for Kroger Co. 

Jeffrey W. Crockett 
Brownstein Hyatt Farber Schreck, LLP 
One East Washington Street, Suite 2400 
Phoenix, Arizona 85004 
Attorneys for Arizona Association 

of Realtors 
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John William Moore, Jr. 
7321 North 16fh Street 
Phoenix, Arizona 85020 
Attorneys for Kroger Co. 

Cynthia Zwick 
1940 East Luke Avenue 
Phoenix, Arizona 85016 

Michael W. Patten 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren, Suite 800 
Phoenix, Arizona 85004-2262 
Attorneys for Tucson Electric Power 

Bradley S. Carroll 
Tucson Electric Power Company 
88 East Broadway Boulevard, HQE9 10 
Tucson, Arizona 85701 - 1720 

Greg Patterson 
Munger Chadwick 
2398 East Camelback Road, Suite 240 
Phoenix, Arizona 85016 
Attorneys for Arizona Competitive 

Power Alliance 

Karen S. White, Staff Attorney 
Samuel T. Miller 
USAF Utility Law Field Support Center 
139 Barnes Avenue, Suite 1 
Tyndall AFB, Florida 32403 

Nicholas J. Enoch 
Lubin & Enoch, P.C. 
349 North Fourth Avenue 
Phoenix, Arizona 85003 
Attorneys for IBEW 

Locals 387,640 & 769 
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Jay I. Moyes 
Steve Wene 
Moyes Sellers & Hendricks 
1850 North Central Avenue, Suite 1 100 
Phoenix, Arizona 85004 
Attorneys for AzAg Group 

Jeffrey J. Woner 
K.R. Saline & Assoc., PLC 
160 North Pasadena, Suite 10 1 
Mesa, Arizona 85201 

Craig A. Marks 
Craig A. Marks, PLC 
10645 North Tatum Boulevard, Suite 200-676 
Phoenix, Arizona 85028 
Attorneys for AARP 

Scott S. Wakefield 
Ridenour, Hienton & Lewis, P.L.L.C. 
201 North Central Avenue, Suite 3300 
Phoenix, Arizona 85004-1052 
Attorneys for Wal-Mart Stores, Inc. 

and Sam's West, Inc. 

Steve W. Chriss 
Senior Manager, Energy Regulatory Analysis 
Wal-Mart Stores, Inc. 
20 1 1 Southeast 1 Ofh Street 
Bentonville, Arkansas 7271 6-0550 

Lawrence V. Robertson, Jr. 
P.O. Box 1448 
Tubac, Arizona 85646 
Attorneys for SWPGBowie and 
Noble/Constellation/Direct/Shell 

Laura E. Sanchez 
Natural Resources Defense Council 
P.O. Box 65623 
Albuquerque, New Mexico 87 193 
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Jody Kyler 
36 East Seventh Street, Suite 15 10 
Cincinnati, Ohio 45202 

Douglas Fant 
Suite A - 109, PMB 41 1 
3655 West Anthem Way 
Anthem, Arizona 85086 

Nellis Kennedy-Howard 
Travis Ritchie 
Sierra Club Environmental Law Program 
85 Second Street, 2nd Floor 
San Francisco, California 94 105 
Attorneys for Sierra Club Environmental 

Law Program 

Janice Alward 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Pho nix, Arizo TToo7 A 
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